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PaceStudent
Vol. IX

New York, April, 1924

No. 5

The Determination of Book Value of Capital Stock
A concise treatment of an important subject at the request of a subscriber
to The Pace Student

HE determination of the book value of capital the value of the preferred stock would be deter
stock is a matter which frequently involves mined as already indicated—that is, if the deficit
some interesting problems. The term “book did not exceed the amount of the common stock,
value” indicates the net worth based upon excessthe
of book value of the preferred stock would be par
assets over liabilities shown by the books, as dis and the book value of the common stock would be
tinguished from the ostensible value at which it may obtained by deducting the deficit from the amount
be carried in a Capital or Capital Stock Account. of common stock and dividing the result by the
When there is only one class of stock, the book number of shares of common stock outstanding.
value of a share of capital stock is determined by If the deficit exceeded the amount of the common
adding to the credit balance in the Capital Stock stock, the book value of the preferred stock would
Account the credit balance in the Surplus Account, be determined by deducting from the amount of
and dividing the total so ascertained by the number the preferred stock the amount of the deficit in
of shares of stock outstanding. In the event that excess of the amount of the common stock. The
there is a deficit instead of a surplus, the amount of common stock would be worth nil.
the deficit is deducted from the credit balance in
If the preferred stock and the common stock were
the Capital Stock Account instead of being added. each required to bear a share in any deficit, if a def
Should there be more than one class of capital icit existed, then the computation of book value
stock it is necessary to know the preferences would be made by deducting from each class of stock
attaching to each class of stock with respect to the amount of the deficit to be apportioned to it.
sharing in the surplus or deficit. For example, if
The foregoing determination of the book value
preferred stock were entitled to an equity equal to of the stock will also be its actual value, if the
par value, the book value of the preferred stock, if Balance Sheet reflects existing financial condition.
there were no deficit, would be par, and the book It would not, however, reflect actual value if the
value of the common stock would be determined as
indicated in the preceding paragraph. If there Balance Sheet contained any item which was
were a deficit which did not equal the amount of erroneously stated. Furthermore, the value on the
common stock, the book value of the preferred basis of a going concern would be different from the
stock would be par, and the book value of a share value on the basis of forced realization, because
of common stock would be obtained by deducting many items of assets which have value to the
from the amount of the common stock the amount corporation as a going concern would be worthless
of the deficit and dividing the figure so obtained in the event that the concern were to liquidate, and
by the number of shares of common stock outstand others would greatly decrease in value.
Thus, the payment of organization expense and
ing. If the deficit exceeded the amount of the
common stock, the book value of the preferred commissions on the sale of stock may have resulted
stock would be determined by deducting from the in a benefit to the corporation which will extend
amount of preferred stock such excess of deficit. over its whole useful life, since without these ex
penditures the corporation might not have been able
The value of the common stock would be nil.
If, however, preferred stock were entitled to par to come into existence. If the stockholders decide
and after par were to rank share for share with to sell their interests to other persons, they would
each share of common stock in allocation or naturally wish to be reimbursed for the expendi
apportionment of surplus, the book value, if there tures that may have been made for organization
were a surplus, would be determined by adding to and for sale of stock, as well as for the sale of the
the balance of each Capital Stock Account the items of bills receivable, accounts, furniture and
amount of the surplus which attaches to that class fixtures, and the like, and the amount of such items
of stock, dividing the resultant figures as to each would be carried on the Balance Sheet for the
class of stock by the number of shares of capital purpose of computing Surplus. The following
stock of each outstanding. If there were a deficit, Balance Sheet will illustrate the foregoing.
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THE BLANK DISTRIBUTING CO., INC.
Balance Sheet as at December 31, 1923

ASSETS
CURRENT ASSETS:
Cash............................................. $ 4,841.64
Bills and Accounts Receivable
(net value)..............................
125,792.72
--------------- $130,634.36
CAPITAL ASSETS:
Furniture and Fixtures (net
value).......................................
3,494.00

DEFERRED CHARGES:
Organization Expense................
Stock Commissions Paid..........
Prepaid Insurance and Taxes..

510.40
9,144.85
1,161.91
---------------

10,817.16
$144,945.52

LIABILITIES
CURRENT LIABILITIES:
Bank Loans.................................
7,835.00
Accounts Payable......................
2,465.35
Accrued Dividends, Interest
and Taxes..............................
5,343.80
--------------- $ 15,644.15
CAPITAL STOCK:
Preferred (750 shares)...............
75,000.00
Common (2500 shares)....... ..
25,000.00
--------------- $100,000.00
SURPLUS.......................................
29,301.37
$144,945.52

April
The preferred stock is entitled to preference in
the assets. The common stock ranks next, after
which they share ratably (share for share) in the
surplus. The book value of the entire preferred
stock is $75,000.00 plus $6,761.86 (750/3250th of
$29,301.37) or $81,761.86.. The book value of a
share is $81,761.86 divided by 750, or $109.01.
The book value of the entire common stock is
$25,000.00 plus $22,539.51 (2,500/3250th of $29,
301.37) or $47,539.51. One share would be worth
l/2500th of $47,539.51, or $190.15 +.
If on the other hand, it were desired to liquidate
the concern, and to determine what each stock
holder would receive, there would be no residual
value in the items listed as Deferred Charges and
they should be charged off to Surplus before
determining the worth of the capital stock. Mis
cellaneous adjustments of various other items on
the Balance Sheet may also be necessary. For
example, the Bills and Accounts Receivable, might,
in the event of quick realization, bring much less
than going concern value shown on the balance
sheet, and reduction should be made accordingly
by charging Surplus with the reduction before com
puting the value of Capital Stock. Furthermore,
Furniture and Fixtures would normally bring much
less in the event of quick realization, than their
going concern value, and corresponding adjustment
of this item would have to be made by crediting
Furniture and Fixtures and charging Surplus.

Accounting System Suitable Use of a Club
Graduation Thesis by James A. Byrne, Pace Institute, New York
Each day the preceding day’s tickets are collected
HE accounting system which I shall describe
has been operated successfully for a con from the various departments and the missing
siderable time in a club with a membership ones noted for investigation. All tickets must
be accounted for. The sales tickets from each
of about five hundred, and, with few if any changes,
it should serve equally as well for a club with a
membership several times as large.
Members usually have credit with the Club, and
few purchasers are made for cash. A sales ticket
1A is used for each sale. This ticket makes
provision for the date, amount of sale, and the
signature of the member receiving the service, and
often, as a material aid in sorting, the roster num
ber. These tickets are numbered consecutively
and are put up in pads of fifty or a hundred.
A different color is used for each department.

T

Farm 1—Sales Ticket

Form 1A—Sales Ticket
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department are then listed on an adding machine,
•and the total amount of business for the depart
ment is obtained, from which figures the Treasurer’s
Report of the day’s business are compiled on form 2.
Blank Club
New York............ .192..

Treasurer’s Daily Report

No. of
Vouchers

Department

Amount Totals

Restaurant
Breakfast...............................
Luncheons.............................
Dinners..................................
Coffee & Tea........................
Private Dinners...................
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names of the departments listed across the top
from left to right at the heads of columns, and with
a total column. The daily figures as shown by the
Treasurer’s Report are entered in the respective
department columns on the line for the day. At
the end of the month, accounts for the different
departments are credited in the General Ledger
for the amount of business for the month as shown
by the totals in the Abstract of Receipts Book, and
Members’ Accounts Receivable Control House
Charges Account is debited for the grand total.
Blank Club
House Charges
Mr.
19___

Month of
Beverages.................. ............
Cigars—Cigarettes..................
Billiards—Pool.........................
Rooms....................................
Cab Service.......................
Messenger Service...................
Telephone..................................
Cash Advances.........................
Laundry ......................
Cards.........................................
Theatre Tickets.....................

-

Date

Date

Form 3—Envelope

Cash Sales
Restaurant............................
Beverages..............................
Cigars—Cigarettes..............
Billiards—Pool.....................
Cab Service...........................
Telephone.............................
Cards.....................................

Total
Form 2—Treasurer’s Report

After the amount of business for each depart
ment has been determined, the tickets are sorted
alphabetically, and each member’s tickets are
fastened together with a staple; the amounts are
then added, and the total amount to be charged to
the member is placed on the back of his last ticket.
The amounts as shown on the backs of the tickets
are listed and should agree with the total amount
of business for the day as shown by the Treasurer’s
Report.
Every active member has a monthly house
charge envelope of strong manila paper, slightly
larger than the sales tickets and ruled as per form 3.
The total amount of the member’s daily house
charges as shown by the sales tickets is written
on the envelope, and the tickets are placed within
the envelope. When a member pays his indebted
ness, he is given the original signed tickets.
The figures as shown on the Treasurer’s Report
are entered daily in an Abstract of Receipts Book,
which is a columnar book with the dates of the
month listed down the left hand side, with the

The daily figures listed on the envelope are
posted to the individual members’ accounts in the
Members’ Accounts Receivable House Charges
Ledger, which is of the loose-leaf type. About once
a week the figures on the envelopes are totaled,
and the totals are listed on an adding machine.
The grand total of this listing should agree with
the footing of the Total column in the Abstract of
Receipts Book.
Dues and Entrance Fees are charged to members
through a columnar book by an entry debiting
Members’ Accounts Receivable Control Dues and
Entrance Fees Account and crediting the class
of dues or entrance fees. At the end of the month
a Journal entry is passed by which the amounts
for the different classes of dues are debited, and an
Income from Dues and Entrance Fees Account is
credited for the amount of dues and entrance
fees received during the month as evidenced by
the entries in the Cash Book. The latter account
therefore records dues and entrance fees actually
collected; the other dues and fees accounts record
the uncollected income from these sources. A
loose leaf ledger is used for dues and entrance fees
so that they will not conflict with the house charges.
All purchases are made through a Steward, who
is also in charge of the receiving and store room. As
soon after the end of the month as possible, he
sends all approved bills to the Treasurer’s office,
where a voucher is made up for each creditor
covering the amount of supplies furnished during
the month (form 4). Bills and statements are
attached to the original vouchers as evidence of
the purchase. The vouchers are arranged alpha
betically, are numbered, and are listed in the
Voucher Register monthly.
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The Voucher Register is a columnar book with
columns from left to right as follows:
Number of Voucher
Date
Creditor’s name
Kind of Purchase
Total Amount of Voucher
A column for each department
Columns for the various classes of supplies, such
as cigars, food, etc.
Miscellaneous and House Sundries
A general column to take care of accounts that do
not come under one of the special headings.
On the extreme right, columns to record the date
of payment, the amount, and the number of the
check that effected the settlement.
At the end of every month this book is footed.
The totals for the different departments and ex
penses, and the individual Items in the General
column, are charged to their respective accounts
in the General Ledger and Accounts Payable
Control Account is credited for the total amount
of the vouchers.
An Accounts Payable Ledger may be kept which
will show the detail of the account of each creditor.
The creditor’s account may be credited from the
Voucher Register and charged from the credit side
of the Cash Book. Usually, however, it suffices if
the unpaid vouchers after entry in the Voucher
Register are placed in an unpaid vouchers file. As

April
payment is made, posting may be made from the
Cash Book to the vouchers to indicate payment
and the paid vouchers may be removed from the
unpaid vouchers file to a paid vouchers file. The
vouchers in the unpaid vouchers file are reconciled
with the Accounts Payable Control Account and
will furnish detail information as to the obligation
to each creditor.
Before the Treasurer signs checks in payment of
vouchers, he sees that they bear the approval of
the Superintendent and of the Chairman of the
Committee in charge of operating the Club.
A perpetual inventory is kept of supplies, which
are withdrawn from the store-room in charge of
the Steward only upon written requisition. The
requisition is used as the basis for the credit entry
to an account recording the class of supplies used;
the debit entry to the supplies account being made
from the Voucher Register. The cost value of the
stock on hand as shown by the inventory book,
plus the value of the stock in the cases, the bever
ages in the bar, and the supplies in the kitchen
will give the total value of the supplies on
hand.
All cash received from whatever source is de
posited in the bank daily, and payments are made
by check only, for the amount as shown by the
approved vouchers. The Cash Book is of the
columnar style with the following arrangement of
columns shown on page 69.
DISTRIBUTION

ACCOUNTS PAYABLE
Date of Voucher................... 19..
BLANK CLUB
To.......................................................................... Dr.

Restaurant

Voucher No............

Beverages

Cigars-Cigarettes

Blank Club

Address............................................................
DATE

House Sundries
Housekeeping Supplies & Expenses

Amounts

Items

...........................................

China, Glassware & Kitchen Utensils

Electric Light & Gas

Furnished

For

Fuel

During the Month

Insurance

As Per Bills or Statement Attached

Interest
Laundry
$...............
ACCOUNTS PAYABLE Linen, Towels, Etc.

Newspapers—Periodicals
Month of...............19..
Certified Correct

Repairs—Renewals

Stationery—Printing—Postage
Taxes

Superintendent
Approved for payment
Total

Telephone Rental
Telephone Tolls

Uniforms

Received from—Blank Club—by the hands of its Treasurer
............................ ...

Billiards—Pool

.................................................................. Dollars

in full settlement of the above
Date................................... 19..

................................................
Please receipt voucher and return to
—Blank Club—
New York City

This Receipt Must Not Be Cut From the Body of This Voucher

Form 4—Voucher (Inside)

Cab Hire

Executive Committee Cards
Rooms

Approved

Theatre Tickets

Cash Advances
Auditing Committee

Form 5—Voucher (Outside)
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Debit side:
Date
Member’s name
Ledger folio
Total cash received
Members Accounts Receivable House Charges
Members Accounts Receivable Dues and En
trance Pees—a column is provided for each
class of dues and for entrance fees
A column for each department that has cash sales

DEPARTMENT

in the General Ledger being debited for the total
amount of cash received and all the other debit
footings, as well as the individual items in the
General, column being credited to their respective
accounts. The amount of cash disbursed is credited
to the Cash Account; the account payable total
is posted to the debit of Accounts Payable Control
Account. Any General column item is debited
individually to its account.
The petty cash fund is kept on the Imprest

EXPENDITURES
Stock
Stock
on Hand
Est.Cost DEBIT on Hand
CREDIT
1st of Supplies Wages of Em TOTAL End of Receipts TOTAL
Month
Month
ployees*
Meals

Balance
Carried To
Surplus
GAIN

LOSS

Restaurant
Beverages
Cigars—Cigarettes
Billiards—Pool
Rooms
Cab Service
Cards
Theatre Tickets

HOUSE SUNDRIES
China, Glassware, Kitchen Utensils
Electric Light—Gas
Entertainment
Fuel
Housekeeping Supplies
Insurance
Laundry
Linen, Towels Etc.
Newspapers— Periodicals
Taxes
Uniforms
Water
Telephone Rental
|

Totals
MEMBERSHIP

SUMMARY

COMPARISON OF RECEIPTS
Year

Year

Increase Decrease

Honorary
Life
Resident
Non-Resident
Subscribing
Temporary
Army—Navy

Less:

Department Loss $
House Sundries
$
artment Gain
Dep

Credits:
½ Annual Dues
Entrance Fees
terest
In
Bank

$

Total

Total Credit
Loss (or Gain)

$

Form 7—Monthly Report

War Tax column for the tax on members’ dues
A general column
Credit side:
Date
Name of Payee
Number of voucher
Accounts Payable
General
Total cash disbursed
The Cash Book is posted directly from the foot
ings at the end of each month, the Cash Account

system; i.e., a check is drawn charging Petty Cash
Fund Account and crediting Cash Account. A
special bank account is opened and is known as
the Petty Cash Fund. This fund can be used to
meetpetty expenditures, to pay for C.O.D. purchases
sent to the club and to accommodate members by
cashing their checks. About once a week, or as
often as the fund gets low, the cashier in charge of
the petty cash fund turns his cash book and petty
cash vouchers (form 6) over to the bookkeeping
department, where a regular voucher is made up
to reimburse the fund for the amount expended.
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The voucher is numbered and is distributed in the
same manner as a salary or creditor’s voucher.
The total of the balances as shown in the Mem
bers’ Ledgers should agree with the amounts
outstanding as shown by the debit balances of
Members’ Accounts Receivable Control Accounts
in the General Ledger; likewise, the credit balance
of Accounts Payable Control Account should agree
with the total amount of unpaid vouchers not
checkedoff as paid in the Voucher Register.

Form 6—Petty Cash Voucher

Expired insurance, accrual of bond and mortgage
interest, real estate taxes, etc., are set up monthly.
The cost of furnishing meals to employees is
charged to the various departments monthly and
the aggregate credited to the restaurant. The
amount realized on the sale of used cards, grease,
scrap, and stale bread is credited to the respective
departments. Income from letter boxes, cue racks,
and locker rental is distributed over the year.
Extraordinary expenses are held in a deferred'
account and proportioned over the periods re
ceiving the benefit of the expenditure.
The monthly report (form 7) requires but little
explanation. It reads from left to right, starting
with the stock on hand the first of the month,
purchases during the month, wages, and the cost of
employees* meals, which, when added together, will
give the total for the debit column. The credit
side is made up of the value of stock on hand at the
end of the month, plus the amount of departmental
sales. If the credit column is greater than the
debit, the result will be a profit, but if it happens
that the debit one is the larger, the result is a loss.
When the balance sheet is made up to show the
financial condition of the club, the result as shown
by the monthly report should be added to the
surplus if a gain, but subtracted if a loss.
Comparative reports and balance sheets are
always of a great benefit for managerial purposes
and are made up from monthly statement figures
to show gross and net earnings and expenses for
the month. A statement of cumulative net earn
ings and expenses for the accounting or fiscal period
compared with a similar period is also of much
value.

Report of American Institute Committee on
Coöperation with Bankers
We are privileged, through the courtesy of the
American Institute of Accountants, to reproduce below
a Report of Special Committee on Coöperation with
Bankers. We feel that this report is of particular in
terest to our readers and it is published as it appears in
the Year Book of the American Institute. [ Editor. ]

To the Council of the American Institute
of Accountants: The Special Committee on Co
öperation with Bankers has given careful con
sideration to the question referred to it by the
council of the Institute regarding the certification
of balance-sheets giving effect to transactions
consummated at a date later than the date of the
balance-sheet.
The practice which dates back some twenty
years or more, but at that time was rarely resorted
to, has in recent years become the rule rather than
the exception in the case of balance sheets pre
pared in connection with new financing. The
question was reported upon by the Special Com
mittee on Procedure at the September, 1920,
meeting of the council, but since that time the
practice has grown to such an extent that your
committee feels it is now in order to deal with it
somewhat more fully and, further, the question of

the accountants’ position with regard to such
statements has recently been raised by the Robert
Morris Associates committee.
Your committee has carefully considered the
advantages to the issuing houses and the investing
public of such a form of certification as well as the
objections to and dangers of the procedure. The
committee is convinced that as a practical matter
accountants are confronted with a condition and
not a theory, and that the preparation and certifi
cation of such statements properly falls within the
field of the accountant’s work.
It is manifest, however, that such statements
should only be issued under proper safeguards and
rules for the guidance of the members of the
profession to insure as far as possible sound
standards and uniformity of practice.
Your committee, of course, realizes that such
rules should be broad and sufficiently elastic to
allow of the exercise of initiative in dealing with
unusual situations which will inevitably arise in
connection with such a question.
Your committee accordingly recommends the
following general rules for the guidance of the
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members of the Institute with reference to the
issuance of such statements and certificates:
I. The accountant may certify a statement of
a company giving effect as at the date thereof to
transactions entered into subsequently only under
the following conditions, viz.:
(a) If the subsequent transactions are the sub
ject of a definite (preferably written) contract
or agreement between the company and
bankers (or parties) who the accountant is
satisfied are responsible and able to carry
out their engagement;
(b) If the interval between the date of the state
ment and the date of the subsequent transac
tions is reasonably short—not to exceed, say,
four months;
(c) If the accountant, after due inquiry, or,
preferably after actual investigation, has no
reason to suppose that other transactions or
developments have in the interval materially
affected adversely the position of the com
pany; and
(d) If the character of the transactions to which
effect is given is clearly disclosed, i.e., either
at the heading of the statement or some
where in the statement there shall be stated
clearly the purpose for which the statement
is issued.
II. The accountant should not certify a state
ment giving effect to transactions contemplated
but not actually entered into at the date of the
certificate, with the sole exception that he may give
effect to the proposed application of the proceeds
of new financing where the application is clearly
disclosed on the face of the statement or in the
certificate and the accountant is satisfied that the
funds can and will be applied in the manner
indicated. It is not necessary that the precise
liability shown in the balance-sheet before adjust
ment should actually be paid out of the new money.
It is sufficient, for instance where the balance sheet
before the financing shows bank loans, if the pro
ceeds are to be applied to bank loans which are
either identical with or have replaced the bank
loans actually outstanding at the date of the
balance sheet. Ordinarily, however, the account
ant should not apply the proceeds of financing to
the payment of current trade accounts payable,
at least not against a normal volume of such
current accounts payable, because there must
always be such accounts outstanding and the
application of new moneys against the outstandings
at the date of the balance sheet results in showing
a position which in fact could never be attained.
The accountant may usually best satisfy himself
that the funds will be applied as indicated by
getting an assurance from the issuing house on the
point.
III. In any description of a statement or in any
certificate relating thereto it is desirable that the
past tense should be used. It should also be made
clear that the transactions embodied have been
definitely covered by contracts.
IV. When the accountant feels that he cannot
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certify to such a hypothetical statement, probably
because of the length of the period which has
elapsed since the accounts have been audited, he
may be prepared to write a letter, not in certificate
form, stating that at the request of the addressee a
statement has been examined or prepared in which
effect is given, in his opinion correctly, to proposed
transactions (which must be clearly specified).
Such letters should be given only in very special
cases and with the greatest care.
The committee illustrates the special form of
statement and certificate, and also of the letter
coming within the terms of Rule IV., as follows:
Form of balance sheet and certificate where con
ditions laid down in Rules I and II have been met.
A. B. C. COMPANY
BALANCE SHEET

December 31, 1922
(Giving effect as at that date to the sale of
$5,000,000 first Mortgage bonds since consum
mated and the application of the proceeds in part
in reduction of liabilities).
Assets
Liabilities
We have examined the books and accounts of
the A. B. C. Company for the year ended December
31, 1922, and the agreement dated March 2, 1923,
for the sale of $5,000,000 first mortgage bonds, and
we certify that the above balance sheet is, in our
opinion, a fair and accurate statement as of
December 31, 1922, of the financial position of the
company, giving effect at that date to the provi
sions of the agreement mentioned.
New York,
......................................
March 2, 1923
Letter Coming Within Terms of Rule IV
New York, August 25, 1923.
Mr. John Smith, Vice-president,
A. B. C. Company,
52 William Street,
New York City.
Dear Sir:
In accordance with your request, we have ex
amined the attached balance sheet of the A. B. C.
Company as of June 30, 1923, and beg to advise
you that in our opinion it is prepared so as to
reflect correctly the position of the company as
shown by the books, but giving effect as at that
date to the pending issue of $300,000 first mortgage
bonds as provided in the agreement dated August
25, 1923, and to the extinguishment out of the
proceeds of the new financing of the notes payable
to bankers to the amount of $300,000.
It will be understood that we have not audited
the books since the close of the fiscal year on
December 31, 1922. You have heretofore been
furnished with the audited accounts as of that
date, which were in accord with the books.
Yours very truly,
Respectfully submitted for the Special Com
mittee on Cooperation with the Bankers.
WILLIAM B. CAMPBELL, Chairman

Pace Student

Page 72

The Pace Student
A monthly Magazine of service, interpreting the
purpose, spirit, and needs of Modern Business
Subscription $1.50 a year, Payable in Advance

PACE
30 Church Street

PACE, Publishers
New York City

Copyright, 1924, by Pace

Pace
&

Accountancy has suffered a great loss. Elijah
Watt Sells, often referred to as the dean of the
Accountancy profession, died at his home in New
York on the evening of the nineteenth of March.
Mr. Sells was an accountant of great ability; he
was an authority on public affairs; he was a wholesouled and genial gentleman. We shall pay fuller
tribute to his memory in a later issue of this
magazine.

Opportunity for Library Research
HE recent announcement that J. Pierpont
Morgan had presented to the public the
magnificent library collected by his father
—the finest private library in existence—
emphasized again the unsurpassed opportunities
for study and research that come to New Yorkers.
The beautiful building on East Thirty-sixth Street
will be added to the many other repositories of
information in the metropolis. The pity is that
many who would profit most by first-hand contact
with libraries and museums keep most assidu
ously away from them. Their aloofness may be
due to ignorance or lack of interest. Sadly enough
it is too frequently the latter.
Business and professional folk in the course of
their daily work have occasion to obtain informa
tion on a variety of subjects. The information
may be needed for a paper to be delivered to some
convention, for a speech to be made to some asso
ciation, or for the preparation of a brief or report.
Aside from general library resources, the business
man has at his disposal the business department of
the Public Library, the lawyer has available the
various law libraries, and the accountant has at
hand the most complete accounting library in the
United States which is maintained by the American
Institute of Accountants at its headquarters at
135 Cedar Street. The latter maintains a service
by means of which accountants and others living
at a distance may acquire information requiring
library research. Surely there is no dearth of
authentic information for any man. The young
business or professional man owes it to his future
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to familiarize himself with the many unequalled
sources of information which have been provided
for him by the municipality and by the generosity
of many public-spirited individuals.

The Accountants’ Responsibility
T is interesting to note the gradual advancement
of the accountancy profession to a higher plane
of professional responsibility. There still exists,
however, a disposition to question accountants’
reports. This condition, it is pleasant to note
does not arise through lack of faith in the ac
countants’ integrity. Rather, it arises through
the frequent lack of clear-cut definition by the
accountant of the work he has performed on an
engagement, and through certifications which
leave in doubt the exact responsibility accepted
by the accountant with respect to the accuracy of
the records or statements to which he certifies.
The American Institute of Accountants, through
a special committee in co-operation with bankers,
has given careful consideration to certain phases
of this question—particularly with reference to
the certification of a Balance Sheet giving effect
to transactions involving financing consummated
at a date subsequent to the date of the Balance
Sheet. The report of the Committee is printed
on another page of this issue of The Pace Student.
The report made by the Committee is a decided
step in advance. It is to be hoped that account
ants generally will be guided by the rules recom
mended. Adherence to the suggestions contained
in the report, will be one more advance in estab
lishing the profession in the full confidence of the
laity.

I

Alfred H. Smith,
a Great Railroad Executive
A FRED H. SMITH, president of the New
L
York Central lines, who lost his life, re
cently, as a result of a fall from a horse, was
a great executive, one of the most powerful person
alities in the railroad world. In the reviews of
his remarkable career, which appeared after his
death, two characteristics stood out. Mr. Smith
knew his job, knew every angle of it, every detail.
Stem experience was his teacher. He began his
railroad career—a career which was destined to
carry him to the very top of one of the greatest
transportation systems in the United States—by
working as section hand on a road in the Middle
West. Surely if ever a man began at the bottom
Alfred H. Smith did. It was his capacity for
getting things done that soon brought him to the
favorable attention of his superiors. All his life
he continued to get things done. Promotion after
promotion came to him. During the time that
the railroads were under government control he
served as Assistant Director General of Railroads
and Regional Director of the Eastern District.
In this work he rendered great service.
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Newark Students
Biographical Sketches of Pace
Visit
Telephone Company
Students Who Have Made Good
Harry H. Meisner, C.P.A., Michigan
MONG the youngest practitioners
of professional Accountancy in
the Middle West is Harry H.
Meisner, a former student of the
courses in Detroit. At the age of 22, in
1921, Mr. Meisner was awarded the
C.P.A. certificate of Michigan, and im
mediately entered practice on his own
account. Upon graduation from Central
High School, Detroit, in 1915, Mr.
Meisner’s idea was to become a lawyer.
However, at that time, he accepted a
position in the editorial department of
the Detroit News. After a year of
newspaper work, he realized that he was
better fitted for business than for a
journalistic career. He, therefore, sev
ered his connection with the News staff
and accepted a position in the Detroit
Savings Bank.
It was at this time that Mr. Meisner
decided, upon advice of an executive of
the bank, to make the professional prac
tice of Accountancy his life work. He
determined to make the C.P.A. certifi
cate of Michigan his immediate goal,
and at this time made two decisions by
which he might further his ambitions.
He enrolled in the Pace Course, in 1916, in
order that he might receive the instruc
tion which would train him for the
examinations, and he was graduated in
1919. To fulfill the requirements of the
State of Michigan relative to experience
in practice, he immediately gave up his
position in the Detroit Savings Bank,
and accepted a position with Hollis,
Tilton & Porte, now merged with the
firm of Haskins & Sells. Later he be
came associated with Blair & Rothfus.
During his term of service with these
two firms, Mr. Meisner received very
valuable experience in public accounting
work. After thus securing the necessary
preparation of the Pace Course and the
required experience in public practice,
Mr. Meisner sat for the Michigan C.P.A.
examinations in 1921 and was among
the successful candidates.
Mr. Meisner is not the kind of man
who gives up a good idea; therefore,
although he is busily engaged in the
practice of Accountancy, he is studying
Law. He began his law course in 1921
and will complete his work for the LL.B.
degree in about a year.
Mr. Meisner is a loyal Pace man. In
connection with his study of the Pace
Course, Mr. Meisner says:
“I value the training which I received
in the Pace course most highly. I was
in public accounting work while studying
the Pace Course, and the practical work
which was contained in the Course
helped, to a considerable extent, in solving
the problems which came to my atten
tion. I value the Pace certificate as
one of my most valued possessions.
“To those young men who expect to
enter the profession of Accountancy I
feel that a thorough knowledge of law
is necessary. To obtain further training

A

in this subject I began the study of Law
in 1921 and expect to be admitted to the
Bar within the next few years. The
Pace
solution of business problems today
demands a thorough knowledge of law.

HARRY H. MEISNER
“My experience in connection with
Accounting and business problems leads
me to believe that every young man,
upon completion of his academic studies,
should begin the study of Accountancy,
if he contemplates a business career.
The knowledge gained from studying the
Pace Course in Accountancy will be of
unlimited value in following any line of
business.”
Regardless of the fact that he is very
much occupied by his Accountancy prac
tice and his law preparation, Mr.
Meisner finds time to engage in sports of
a general nature. Possession of the
C.P.A. certificate and measurable prog
ress in the matter of securing the LL.B.
degree—such achievements at age 25
augur well for Mr. Meisner’s future.

WILLIAM C. HEATON, PAUL A.
CULLINAN and JOHN J. HELMUS
announce the consolidation of the prac
tices of William C. Heaton and Cullinan
85 Helmus, effective January 1, 1924.
They will continue in the general prac
tice of accountancy with offices in the
Straus Building, 565 Fifth Avenue, New
York City. Mr. Heaton and Mr.
Helmus are former students of Pace
Courses.

N the evening of January 30, a
large body of students of the
Evening School Division of Pace
Institute, Newark, made a very inter
esting field trip to the spacious building
which houses the plant and offices of the
New York Telephone Company, Newark
Division.
The various departments of the plant
and offices were visited, and the working
details of each were thoroughly ex
plained by a group of executives of the
Telephone Company, under the direc
tion of Mr. A. J. Kelley. The wire room
was first inspected. Here the cable
construction lay-out and manner in
which the many wires enter this exchange
were explained. One of the most
interesting devices pointed out on this
floor was the “squealer.” The
“squealer” is a piece of mechanical
apparatus used to attract the attention
of the subscriber when his telephone is
reported to the trouble department by
the operator.
The group next proceeded to the
training rooms. Here the candidates
are given intensive training before as
suming the responsibility of regular
operators. Matters of particular in
terest to subscribers were brought to the
attention of the group. A visit was
then made to the operating room, where
the most modern telephone board opera
tion was explained in detail. Particu
larly, the students manifested very great
interest in the semi-automatic board.
The students commented enthusiasti
cally on the very fine rest rooms and on
the educational and social facilities which
the company has provided for the opera
tors while off duty.
The trip took about one hour and a
half, and was under the supervision of
F. M. Schaeberle, of the firm of Pace
& Pace. It was one of the most inter
esting field trips taken by students of
Pace Institute.

O

Commercial Teachers
Will Hold Convention
The twenty-sixth annual convention
of the Eastern Commercial Teachers’
Association will be held at Hotel
McAlpin, New York, on April 17, 18,
and 19.
A particularly interesting program,
including addresses upon practically
every phase of commercial work, has
been planned. Among the speakers for
the convention period are Cameron
Beck, personnel director of the New
York Stock Exchange; Dr. J. Duncan
Spaeth, of Princeton; F. P. Hamon, of
the B. F. Goodrich Rubber Company,
Akron, Ohio, representing the National
Association of Office Managers, and
many other leaders in Business, and
educators of prominence.
Exhibits by the leading typewriter
companies, dealers in office equipment,
and educational institutions will be held
in conjunction with the convention.
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The Question and Answer Department
This Department does not publish answers to all questions received, but only to those which are
deemed to be of general interest to readers of The Pace Student. A communication, in order to re
ceive attention, must contain the name and address of the person asking the question.

HE following procedure is used on the books of
an iron concern for recording contracts received
and their disposition.
When the contract is received, the customer’s
account is charged and Unfinished Contracts
Account is credited.
When a cash payment is made by the customer,
Cash Account is charged and the customer’s
account is credited.
At the time of closing the books, the unfinished
portion of the contract is estimated, and entry is
made charging Unfinished Contracts Account and
crediting a new Unfinished Contracts Account for
that portion of the total contract income which
applies to the portion uncompleted.
The cost of the portion completed will meanwhile
have been charged to a Contract Cost Account.
The Contract Cost Account and the balance re
maining in old unfinished Contracts Account
(representing the portion of the contract price
applicable to the completed part of the contract)
are transferred to Profit and Loss Account in
closing the books.
Please advise if there is a more correct treatment
for the foregoing transaction.

T

Answer:

It would seem from your letter that it is the
custom to debit the customer and credit Unfinished
Contracts Account at the time the contract is
received. Such a procedure is not considered good
practice in that it shows on the books anticipated
income and an anticipated receivable. Ordinarily
the contractor has no account receivable until he
has performed all or a certain part of the work on
the contract.
It would be better to carry the item in memoran
dum form until a billing is made to a customer.
When such billing is made, entry could be passed
as follows:
CUSTOMER..................................................................
To CONTRACT INCOME, Contract No. 1...
For amount billed to customer on contract.

XX

xx

Cost of the contract would, in the meanwhile, be
debited to a cost account by entry substantially
as follows:
CONTRACT COST, Contract No. 1........................
To CASH (or ACCOUNTS PAYABLE)..........
For cost of work on contract.

xx
xx

If the contract is completed during the period,
the cost account and the income account would
be closed into the Profit & Loss Account, which
would then show the profit or loss on the contract.
If, however, the contract extends over into the
succeeding period, then one of two methods is
ordinarily used at the time of closing the books in
the first period.

Method No. 1 consists in carrying the cost and
the income into the Balance Sheet as deferred
charge and deferred credit, respectively, or carrying
the net effect in one figure, as may be preferred.
If the net figure is carried in to the Balance Sheet,
it would be carried as a deferred charge if a debit
balance, and as a deferred credit if a credit balance.
Method No. 2 consists in determining the per
centage of completion of the contract at the end of
the year. This amount is transferred from the
income account to the Profit & Loss Account, and
the total cost of the contract is transferred from
Cost account to Profit & Loss Account. The Profit
& Loss Account thus records the cost to date and
the estimated income to date, with a net figure
which is the estimated Profit & Loss to date.
The procedure may be illustrated by the follow
ing example, which assumes the use of certain ac
counts peculiar to the conditions obtaining: Assume
that a contract is entered into for $10,000.00 and
that at the end of the first year the contract is
40 per cent. completed. Assume, further, that
$3,500.00 has been spent during the year. Entry
for cost would be made as follows:
CONTRACT COST.............................$ 3,500.00
To CASH (or ACCOUNTS PAY
ABLE, ETC.)............................
For cost.

$ 3,500.00

Entry for the proportion of income during the
period (40 per cent. of the total contract amount)
would be made as follows:
UNBILLED CONTRACT................. $ 4,000.00
To CONTRACT INCOME........
To set up estimated percentage of
total contract income applicable to
portion completed this year.

$ 4,000.00

When the customer is billed, entry can be passed
as follows:
CUSTOMER..................................................................
To UNBILLED CONTRACT............................
For billing made to customer.

xx
xx

The cost account and the income account would
be closed out into Profit & Loss Account. The
customer’s account would appear on the Balance
Sheet as an asset. The Unbilled Contract Account
would appear on the Balance Sheet as an estimated
asset (an amount which is in the nature of an
unbilled account receivable) if it has a debit bal
ance, or as a liability or a deferred credit (an
amount representing the excess of any billing
which has been made to any customer over the
actual income value of that portion of the contract
completed) if it has a credit balance.
On page 30 of the January, 1924, issue of THE
PACE STUDENT, Article 36, of Regulations 62,
of the Treasury Department, with reference to
the treatment of taxable income arising through
long term contracts, was quoted.
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HEN closing the books of a corporation for credited. When payment is made in the succeeding
the calendar year 1923, is it proper to charge year, the liability account should be charged and
Federal income and profits taxes paid duringcash
the account should be credited.
On the Profit & Loss Statement the item could
year 1923 to Surplus Account, no reserve having
been set up at the closing of the books as at De be shown as follows:
cember 31,1922? While we know that taxes paid Income (detailed)................................................................. xx
are not allowable as a deduction when figuring Less Costs and Expenses (detailed).................................. xx
taxable income for the year 1923, is it not correct,
Net Profit ........................................................................ xx
as a matter of actual fact, to charge these tax Less Federal Income Taxattaching thereto.....................
xx
payments to Profit & Loss and show them as
Balance of Net Profit transferred to Surplus Ac
expenses or deductions from income on the 1923
count...................
xx
profit and loss statement?
If the charge is not made at the end of the year
Answer:
to Profit & Loss Account as indicated, the balance
The theory of the income tax is that the Federal of Profit & Loss Account which will be closed into
Government has declared itself a partner in each Surplus Account will include the portion of the
taxpayer’s activities to the extent that it appro current year’s profit which will be appropriated
priates a share of the profits which he earns. Ac by the tax authorities. Accordingly, when levy
cordingly, Profit and Loss Account, in the year in and payment thereof are made, the payment
which the profits are earned, should be charged should be charged against Surplus Account and
after the net profit has been ascertained, and a not against the Profit & Loss Account for the year
liability account such as Accrued Taxes should be in which the payment is made.

W

Report of American Institute
Special Committee on State C. P. A. Reciprocity
We are privileged, through the courtesy of the
American Institute of Accountants, to reproduce
below report of special committee on State C.P.A.
Reciprocity. We feel that this report is of current
interest to our readers and is published as appearing
in the Year Book of the American Institute.—[EDITOR]

To the Joint Meeting of Members of State
Boards of Accountancy and Institute Board of
Examiners: Your committee, appointed at the
meeting held in Chicago last year, and directed to
investigate the question of reciprocity and to
collect data from the various states in reference
thereto, submits for your consideration its report,
as follows:
A questionnaire containing twenty-three ques
tions calling for information on the points usually
considered in negotiations relating to reciprocity
was sent to all state boards. Responses containing
specific information on these points were received
from thirty-one states, viz.: Alabama, Arizona,
California, Colorado, Delaware, Florida, Georgia,
Idaho, Illinois, Indiana, Iowa, Kansas, Louisiana,
Maine, Michigan, Minnesota, Missouri, Montana,
Nebraska, New Hampshire, New York, North
Dakota, Ohio, Oregon, Pennsylvania, Rhode Island,
South Carolina, South Dakota, Utah, Washington,
and Wisconsin.
A summary of the answers received, which are
deemed to be the most pertinent for consideration
at this time, is presented below, viz.:
In twenty-five of the aforesaid states provisions
are made in the laws for reciprocity and in six
states there are no such provisions; reciprocity
certificates are reported as having been issued in
nineteen states.

In twenty-four states there are no obstacles and
the boards favor extension of reciprocity to certified
public accountants of other states using the
Institute examinations and of other states whose
standards are satisfactory. In one state the board
is opposed to such extension with other states
using the Institute examinations. In four states
there are at present legal obstacles in the way of
extending reciprocity, but the boards in three of
these states favor the extension of reciprocity,
providing the obstacles can be overcome. Two
did not answer the question.
In four states the boards are using two different
kinds of certificates—one for conferring the degree
as a result of examination and the other for re
ciprocity or registration. In six other states the
boards favor the use of separate certificates for
reciprocity. Four boards see no reason for distinc
tion. The balance are noncommittal on this
question or state the law does not provide for the
use of separate certificates.
In the light of the information obtained on the
subject your committee believes that reciprocal
agreements between states can and should be
more extensively entered into, and that where
legal obstacles now exist the local boards and
practising accountants should be urged to use their
best efforts to have them overcome.
Your committee commends for consideration by
the various state boards the general plan adopted
by one state and which is indicated in the following
form of resolution, viz.:
“WHEREAS, it is desirable that qualified certi
fied public accountants of other states, residing dr
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will be required to meet the requirements of the
laws and regulations of the latter; and provided
further that the (local) state board of accountancy
may in its discretion decline to grant a reciprocity
WHEREAS, the (local) state board of account
certificate to an applicant if the evidence presented
ancy has satisfied itself that the standards and
is, in the opinion of the board, sufficiently adverse
requirements for a certificate to practise as a
to warrant such action.”
certified public accountant in the states of (list
Under this plan a large number of states, whose
of approved states) are substantially equivalent
standards are acceptable, could be approved by
to those established by the laws of (local state) and
most of the boards. Other states could be added
the regulations of the (local) state board of ac
from time to time as occasion might arise. This
countancy.
would do away with the necessity of conducting
NOW THEREFORE BE IT RESOLVED that extended negotiations between boards, upon re
the (local) state board of accountancy will issue a ceiving an application from a certified public
certificate to practice as a certified public account accountant of a state with which reciprocal rela
ant in (local state) to the holder of a valid and un tions had not previously been established. The
revoked original certificate to practise as a certified delay occasioned by such negotiations often results
public accountant in any of the states above men in defeating the purpose of reciprocity.
tioned upon the same terms and conditions under
Your committee further recommends that a
which the state that issued the original certificate committee be maintained to preserve the informa
to the applicant will grant a like certificate to tion and data now available on this subject; to
practice as a certified public accountant to the conduct further research and in so far as possible to
holder of a valid and unrevoked certificate issued act as a central agency in advancing reciprocal
by the (local) state board of accountancy, upon relations between state boards.
presentation to the (local) state board of account
Respectfully submitted,
ancy of an application in the form prescribed by
(Signed) JULIUS J. ANDERSON
said board, together with the statutory fee of $.
Chairman.
and the original certificate or its equivalent, sub Washington, D. C.
ject to the approval of such application by the Sept. 17, 1923.
board of accountancy of the state where such
COMMITTEE:
original certificate was issued; provided, however, Edward Fraser, Kansas City,
that in the event that the requirements of the Chas. S. McCulloh, New York,
state issuing the original certificate in respect to Joseph M. Pugh, Philadelphia,
education, experience and residence do not coincide G. V. W. Lyman, New Orleans,
with the requirements of (local state) the applicant Julius J. Anderson, Minneapolis.

•doing business in (local state) be under the juris
diction of the (local) state board of accountancy,
and

PHILIP R. WHITNEY, Pace Institute,
Boston, has accepted a position as Office
Manager with the firm of W. H. McEl
wain Company, shoe manufacturers, of
Nashua, New Hampshire.
K. K. WIDEMAN, Pace Institute,
Boston, has been transferred from the
Boston office of Scovell, Wellington &
Company, accountants and engineers,
to the Cleveland office of the same firm
CHARLES B. MOUNT, Jr., a graduate
of the Pace Courses, announces the
opening of an office at 50 Church Street,
Hudson Terminal Building, New York
City, for the practice of Accountancy.
REID & KNUST, Certified Public
Accountants, announce the opening of
an office at 125 Trumbull Street, Hart
ford, Conn., for the professional practice
of Accountancy. Henry Knust, C.P.A.,
of this firm, is a graduate of the Pace
Course.
E. O. KALLMAN, a graduate of Pace
Institute, New York, has been appointed
accountant-in-charge with the New York
Consolidated Drug Corporation.
ANDREW NELSON, graduate of Pace
Institute, New York, is now Controller
of the Y.W.C.A. of New York.

IRA W. LEECH, former student of
Pittsburgh School of Accountancy, has
accepted a position on the staff of Scott,
Boschert & Co., Certified Public Ac
countants. Mr. Leech was a former
auditor of the William H. Byers Com
pany.
SAMUEL RAINER, a former student of
Pace Institute, New York, has opened
an office at 114 Chambers Street, New
York City, for the general practice of
Accountancy.
H. M. CONRADSEN, a former student
of Pace Institute, Boston, is now
assistant-treasurer of the City FiveCent Savings Bank, Haverhill, Mass.
FRANK WILBUR MAIN, C.P.A.,
former President of the American Society
of Certified Public Accountants, was
elected Secretary of the Pennsylvania
Board of Examiners of Public Account
ants for the year 1924.
MAJOR SIMPSON, sales manager of
the Prudence Company, New York
City, gave a talk at the Day School
Assembly on February 18. Following
Major Simpson’s talk, a film showing
the work done by the Prudence Company
was exhibited.

J. B. AGNELLI, former student of
Pace Institute, New York, is now auditor
of the Bell Syndicate, Inc., 154 Nassau
Street, New York City.
F. W. LAFRENTZ & COMPANY, Pub
lic Accountants, announce the opening
of an office in the Penton Building,
Cleveland, trader the direction of A. G.
Potter, C. E. Flanders, and R. B. Ran
ney, as resident partners.
THE FIFTY-NINTH Commencement
of Rider College, Trenton, New Jersey,
was held on the evening of February
22d.
H. W. BEHRMANN, of Indianapolis,
Indiana, a former student of the Exten
sion Division of Pace Institute, passed
the recent Examinations for C.P.A.,
given under the auspices of the Ameri
can Institute of Accountants, in the
State of Indiana.
B. W. HARTMANN, C.P.A., a former
student of the Pace Course, was among
the successful candidates who recently
sat in the examinations for the C.P.A.
certificate of Indiana. Mr. Hartmann is
a member of the firm of Stone, Metter,
Hartmann & Co., Public Accountants,
Ft. Wayne, Indiana.
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Cost Accountants Advocate Revision of
Sherman Law

of trade facts, or be denied aid in weigh
ing their significance .... Surely it is
not against the public interest to dis
tribute knowledge of trade facts however
HE National Association of Cost stocks on hand, and the like, not only detailed .... Intelligent conduct of
Accountants, by means of a reso for their own businesses but also for the business implies not only knowledge oF
lution adopted on January 24th trade associations with which their trade facts, but an understanding oF
them. To this understanding editorial
by its Board of Directors, copiesindustries
of
are connected, and
comment and free discussion by those
which have been sent to the President
“
Whereas,
it
is
the
unanimous
opinion
of the United States and to the members of the directors of the N.A.C.A. that the engaged in the business and by others
of both houses of Congress, has taken a collection, compilation, and distribution interested are aids. Opinions expressed
may be unsound; predictions may be
definite stand in favor of a revision of
the Sherman Anti-Trust Act and sub of such statistics are aids to intelligent unfounded; but there is nothing in the
competition,
and
in
no
wise
opposed
to
Sherman Law which should limit free
sequent legislation, in so far as it affects
dom of discussion, even among traders;
the activities of Trade Associations in public interest, and
“
Whereas,
the
directors
have
taken
and
exchanging among their members statis
note of the trend of recent court decisions
tics and trade information.
“Whereas, the directors of the Na
and
the
recent
opinion
of
AttorneyThe Association has been making an
tional Association of Cost Accountants
intensive study of the trend of recent General Daugherty, given at the request wish to record publicly their emphatic
court decisions and administrative inter of Secretary Hoover, that vital statistics approval of Secretary Hoover’s deter
pretations as affecting trade association of industries can be gathered only On mined efforts to foster trade associations
activities, and the resolution is the result the authority of a governmental agency, and to encourage the gathering, compila
and distributed only through such an
of this study. Secretary McLeod, at agency,
tion, and exchange of trade statistics,
and
the national headquarters of the Asso
therefore
“Whereas, the directors believe that
ciation, New York City, has made the
“Be It Resolved that the board of
following comments with respect to the this trend is decidedly contrary to the
spirit of American institutions, opposed directors of the National Association
reasons for such revision:
to the best interest of American business, of Cost Accountants is of the opinion
“It is generally admitted that the and particularly hurtful to the numerous that the public interest would be served
so-called Anti-Trust legislation has by small producers who can get information and encouragement given to aspects oF
judicial interpretation been extended far of this kind only through cooperative American industrial activities which are
beyond the field which it was originally action (in contrast with the larger pro sound economically and most valuable
intended to cover. Recently there has ducers whose operations permit them to for social welfare, by such revision of the
been an apparent tendency on the part establish statistical bureaus on their own Federal laws as may be necessary to
of the courts to apply the law in such account), and
permit the compilation, tabulation, and
a way as to work a rather severe restric
“Whereas, the directors of the N.A. exchange of trade information under
tion on those activities of the Trade
such public regulation as may be neces
Associations which have to do with the C.A. are thoroughly in accord with the sary to safeguard the public welfare, and
exchange of trade information and opinion of Secretary Hoover, that the
“Further, that copies of this resolution
statistics. If this interpretation is a collection and use of accurate trade
tru6 interpretation of the intent of the statistics will tend to diminish the be placed in the hands of the President
shocks
of
industrial
crisis
and
depression,
of the United States, the Secretary oF
Sherman Act and subsequent legislation,
it will result in defeating the end—or at and diminish the waste of capital which Commerce, the Attorney General of the
now
occurs
through
ill-advised
and
United States, and both Houses of Con
least one of the ends—for which the
gress with the request that earnest
legislation was originally designed, be uninformed business ventures, and
“Whereas, the directors of the N.A, thought be given to the pressing need
cause it will make it impossible for the
small manufacturer and the small busi C.A. wish to record publicly their agree for relief along the lines indicated in
ness man to secure information which ment with the opinion of Mr. Justice this resolution and the preamble thereto.”
he can now secure through his Trade Holmes of the Supreme Court in the
Association, but which he cannot afford American Hardwood case when he says:
New York Chapter
to gather for himself, while his wealthier
Ishould have supposed that the Sher
and stronger competitor can afford to man Act did not set itself against
N.A.C.A.
maintain an independent statistical knowledge—did not aim at a transitory
bureau for his own service. Even a cheapness unprofitable to the community
HE monthly meeting of the New
cursory observation of the real facts of as a whole because not corresponding to
York Chapter of the National
the situation will indicate that the the actual conditions of the country.
Association of Cost Accountants
exchange of trade information in good I should have thought that the ideal of
was held in the Chamber of Commerce,
faith is an aid to intelligent competition commerce was an intelligent interchange New York, on the evening of February 19.
and does not interfere with the free made with full knowledge of the facts as
The first half of the meeting was
development of competitive business.
a basis for a forecast of the future on devoted to a discussion of “Fire In
“There have undoubtedly been some both sides. A combination to get and surance” by G. M. Wynkoop. Mr.
injurious price-fixing combinations de distribute such knowledge, notwith Wynkoop described in detail the proper
veloped under the guise of Trade Asso standing its tendency to equalize, not records necessary to prove losses; the
ciations, but it is just as reasonable to necessarily to raise, prices, is very far relation between book, replacement, and
restrict the useful and constructive acti from a combination in unreasonable insurable values; the relation of the in
vities of the Trade Associations because restraint of trade .... A combina sured, the broker, and the underwriter;
a small number have been unwisely tion in unreasonable restraint of trade and many other phases relating to the
conducted as it would be to prohibit all imports an attempt to override normal correcting of waste in case a fire loss is
social organizations because a few have market conditions. An attempt to sustained.
been used as a cloak for gambling or conform to them seems to me the most
In the second half of the meeting the
reasonable thing in the world. And also fifth of the cost accounting cycle sessions
some other illegal activity.”
with the opinion of Mr. Justice Brandeis —“Distributing the Overhead,” was
The text of the resolution is as follows: in the American Hardwood case when
conducted. N. J. Bowne of the De
“Whereas, the members of the Na he says:
Laval Seperator Company, Pough
tional Association of Cost Accountants
The Sherman Law does not prohibit keepsie, N. Y., told “How it should be
are generally so placed in industry that the lessening of every competition; and done.
A general discussion followed
it is a part of their daily work to prepare it certainly does not command that which”was
summarized by C. M. Finney,
or supervise the preparation of statistics competition shall be pursued blindly, controller
of the Worthington Pump
of costs, production, shipments, sales, that business rivals shall remain ignorant Corporation.
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The Use of The C.P.A.
Title

degree should be spoken of as ‘Certi
fied’.”
Yours sincerely,
Boston Class Holds
L. K. WATKINS
Annual Dinner
Mr. Watkins received the following
Some very interesting and valuable
information relating to the proper use of reply from Mr. Butler:
HAT famous old class of the
the title “Certified Public Accountant”
“I am in receipt of your letter and
Boston School—E502—held its
is contained in a letter written by L. K.
wish to thank you for the informa
fourth annual dinner and jollifica
Watkins, C.P.A., New York, director of
tion contained therein.”
tion on Saturday evening, February 16th,
the New York State Society of Certified
at Young’s Hotel. This class has held
Public Accountants, to the editor of the
together in a most remarkable way, and
Buffalo Evening News. Mr. Watkins
Accountancy as
there were present at the dinner the
comments on an item which appeared in
majority of its original members, its
Related
to
Engineering
a recent edition of the “News.” We re
instructors, and a few invited guests.
produce his letter below:
James H. Kenney, President of the
HE relation of the engineering
February 6, 1924.
profession to that of Accountancy class, acted as toastmaster. The guests
Mr. Edward H. Butler, Editor and
is stated in a letter written by include Francis J. Lally, Resident
Manager of Pace Institute, Boston;
Publisher, Buffalo Evening News
Homer S. Pace in reply to an inquiry
Henry J. Bornhofft, C.P.A., formerly
“On the first page of the ‘Latest’ by an engineer of eight years’ experience manager of Pace Institute; Luther D.
edition of yesterday’s News, I noticed regarding the feasibility of acquiring a Hill, LL.B., of the law teaching staff; and
the following paragraph in an article knowledge of Accountancy to be used James V. Giblin, C.P.A., of the account
regarding an audit of the books and in connection with engineering work. ing teaching staff. The program in
records of Commissioner Meahl’s de Mr. Pace’s letter, modified for publica cluded speeches by the invited guests.
tion purposes, is reproduced in part
partment:
Entertainment, aside from the humor
below.
“ ‘The mayor announced that to
“A number of engineers have studied and good sense of the speeches, was
morrow morning E. E. Frauenheim
Accountancy in Pace Institute during furnished by Mr. Twombly and Mrs.
of the firm of Frauenheim & Bren
the last 15 years; and, so far as I know, Flynn, with Miss Gertrude Bohlin at the
nan, certified accountants, would
they have all made good use of their piano.
begin a scrutiny of the books and
knowledge. A number of them have
At the business meeting, the following
records in Commissioner Meahl’s
become certified public accountants and were elected officers for the ensuing year:
department.’
have, in the majority of instances, Miss Mary Ennis, President; Miss
“In speaking of this firm as ‘Certified specialized in organization and factory Helene J. O’Malley, Vice President; Miss
Accountants,’ the News has departed work. The constructive side of Ac Gertrude P. Twombly, Treasurer; Miss
from its usual accuracy. The only countancy, and the extension of the Margaret M. Coakley, Secretary; Class
accountants who receive official recogni work to advisory matters in finance, Historian, Mr. T. F. Hunt. The ladies
tion of their professional qualifications appeal more to the engineer than do will evidently handle the present and the
future—only the past will be handled by
from New York State are those who, the auditing phases of practice.
“In other instances, the engineer a man. Miss N. Whiting and Mr. J. V.
having satisfied certain requirements of
general and professional education and after Accountancy study, and often Giblin, C.P.A., were elected honorary
of professional experience, and having after obtaining Accountancy experience, members of the class.
passed searching examinations, are there has become the general manager of a
Plans were made for an outing to be
upon granted the right under the author plant, using his technical knowledge and held Saturday, June 7th. Mr. Luther
ity of the University of the State of New his knowledge of law, accounts, and D. Hill was chosen to act as Chairman of
York to use after their names the initials, business organization in performing the the Committee for arrangements.
‘C.P.A.’, and to be known as ‘Certified duties of his position.
Some time we hope to publish a class
“Still other engineers have continued
Public Accountants’. The use of this
history of E502, in which the noteworthy
degree by one who has not officially in practice or in technical positions and business and Accountancy accomplish
have used their Accountancy knowledge
received it, is a misdemeanor.
as a mere adjunct to their other work. ments of the members of the class will be
“The practice of public accounting is
“Men with engineering training are recorded.
not restricted to the men who have notably good students of Accountancy
received this degree from the State because of their mathematical back
authorities. The degree is simply a ground, and they are often able to do
From a Reader
testimonial of the State to the effect that their work with considerably less effort
such men are properly qualified to do than is exerted by students who do not
Mr. A. A. Benson expresses his
public accounting work. In fact, any have such training.
appreciation of The Pace Student
man or woman may today, without
in the following words:
“We find that an accountant with
interference from the legal authorities, engineering education and experience is
“It was in March, 1921, that I re
engage in the practice of public account able to obtain employment or practice
ceived the first copy of your valua
ing in this state, and give service to all with little difficulty. We do not, how
ble magazine. As the months wore
who wish it. A great part of the work ever, find that a man can practice two
on, I soon came to the realization
now being done in Buffalo is done by professions successfully at one time.
that in its own particular field, The
accountants who themselves claim no For example, if a man is both a lawyer
Pace Student had no equal.
right to the use of the term ‘Certified.' and a certified public accountant, he
“I have already two bound books
“Neither private individuals, partner should choose one of the two professions
made up from two years’ subscrip
ships, corporations, nor municipal offi for practice purposes and use his profes
tions of your magazine; with the
cers are restricted by law to audits per sional knowledge of the profession that
March number of 1924 I shall have
formed by Certified Public Accountants. he does not practice to aid him in the
the third bound edition, so that
Whether municipal audits should be work of the profession which he prac
when I desire any information bear
confined to those who have received the tices. One cannot reasonably hope to
ing on Accountancy, whether it
degree of ‘C.P.A.' from the State authori be a successful consulting engineer and
be in the steamship line or theatre
ties, is a question of opinion and not in a successful practicing accountant at
business, I can refer to the index of
any sense of statutory enactment. As a the same time. The same is true with
past numbers and find the desired
matter, however, of accuracy, as well as respect to the joint practice of law and
advice.
of justice to those men who by years of accounting, or law and engineering. In
“Every number seems to be
study and of conscientious effort in this day of specialization, one is more
more interesting than the last. May
practice of their profession have secured likely to succeed if he limits his field of
it continue to be so.”
from the State the right to the use of the activity and develops especial ability
official degree, only those who bear this in that field.”
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PAUL G. WEINHOLD, a student in
the Extension Division of Pace Institute,
has accepted a position as office manager
ANY graduates of Pace Institute with the Reading, Pa. Agency of the
and other accountants will be National Cash Register Company.
grieved to hear of the death of MICHAEL OCHIS, a student of Walsh
W. T. Woodbridge, which occurred
in
Institute
of Accountancy, Detroit, has
the Presbyterian Hospital, Santurce, accepted a position with the White Star
Porto Rico, on February 7th, last.
Refining Company, Detroit, Michigan.
Mr. Ochis is doing special work in the
analysis of accounts, under the direc
tion of Mr. E. S. Mounteer, controller
of the company. Mr. Mounteer was a
former student of the Pace Courses.
THE MEMBERS OF CLASS E502, of
Pace Institute of Boston, assembled for
a meeting Tuesday evening, January
8th, for the purpose of discussing its
fourth annual class dinner, to be held
shortly.
The President, Mr. James H. Kenney,
has appointed Miss Mary A. Ennis and
Mr. Paul J. Little as a Committee to
arrange for future meetings and socials.
It is the plan of the class to meet at
least once a month.
ABRAHAM SANDBERG, Pace Insti
tute, Boston, has accepted a position
with Paul Markson, Public Accountant,
40 Court Street, Boston.
GEO. J. CORNILS, Jr., Class B4302,
Pace Institute, New York, has accepted
a position with Dickson & Eddy, 17
Battery Place, New York City. Mr.
Cornils was formerly employed by
Walker & Daly, New York City.
JOHN BURLEIN, former student, Pace
Institute, New York, has accepted,
through the Pace Agency for Placements,
Mr. Woodbridge was formerly asso Inc., a position of ledger clerk, with the
ciated with Sparrow, Harvey & Com Employers Liability Assurance Co., 120
pany, and for several years represented William St., New York City. Mr.
them in their large practice in Porto Burlein was formerly employed by the
Rico. Later, he started an Accountancy Reo Motor Car Co., 1709 Broadway,
practice in San Juan on his own account New York.
under the firm name of W. T. Wood- ARTHUR WOLFORT, former student
bridge & Company. Long years of Pace Institute, New York, has accepted
arduous practice in the tropical climate through the Pace Agency for Placements
of Porto Rico evidently undermined Mr. Inc., a position as accountant with the
Woodbridge's health. Three years or Paramount Audit Company, 17 W. 34th
more ago, when the editor of THE Street, New York City. Mr. Wolfort
PACE STUDENT visited San Juan, he was formerly employed by the Auto
was cordially received by Mr. Wood Brokerage Co.
bridge, who at that time was in failing
health. His last illness, however, dated
from December, 1922.
Word of Mr. Woodbridge’s death was
received from William F. Nye, of the
firm of Robert G. Sparrow & Co., which
succeeded to the practice of W. T. Wood
bridge & Co. Mr. Nye states that Mr.
Woodbridge’s body was sent to Chat
ham, New York, his home town, for
interment.
Mr. Woodbridge was a student many
years ago in Pace Institute, Extension
Division, and was always active in urg
ing sound education upon his juniors and
upon young men entering business em
ployment. He will be remembered as a
pioneer American accountant in San
Juan, and he did much to introduce in our
island possession American accounting
and business methods. He will long be
remembered with respect by his clients
and business associates and with affec
tion by his intimate friends.

W. T. Woodbridge

M

William Metzel
NCE more we are called upon to
record the loss of one of the strong
and vigorous personalities of our
school community.
William Metzel
came here from Austria—his native
country, which had been wrecked by a
long and devastating war—to be re
united with his two sisters from whom
he had been parted for twenty years.
A year or more ago he came to the
Institute with his sister, Miss Emma
Metzel, for a vocational conference, as the
result of which he concluded to supple
ment his excellent academic and techni
cal education by a study of the laws and
business procedures of his adopted
country. Last July, having made an
excellent start in his studies, he was
attacked by an unusual disease for which
science apparently could afford no relief.
A long period of illness ensued, which
was especially burdensome to one who
had never before been ill. The staffs
of three different hospitals, in which
he was treated with the X-ray, radium,
and special serum preparations, were
not able to effect a cure, and he passed
away on January 7, 1924.
Mr. Metzel was twenty-eight years
in the service of the Austrian Govern
ment. As his sister states in a note to
the Institute, “he was a great student;
he loved art and nature; he was a famous
mountain climber; he was twice dec
orated for the budget work he did for
Austria.” His lovable personality will
linger in the memory of his fellow stu
dents and by his teachers, who extend
to his bereaved sisters, through this
magazine, their deep sympathy.

O

WILLIAM J. SEMPLE, graduate of
the Cleveland School of Accountancy,
conducting Pace Courses, has been
appointed Director of Finance of the
City of Cleveland under the new city
manager form of government. Mr.
Semple was one of the early students
at the Cleveland School of Accountancy.

Annual Banquet
Pace Club, Boston

Copley Plaza Hotel
Boston

Saturday Evening, May 3,1924
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The Sixth Annual
Banquet — Pace Club
of Washington

ject that will please all students and
their friends.
The big-hearted and good natured
Judge Glenn Willett will again honor
us with being the Toastmaster for the
evening; and all are looking forward to
the many witty, as well as sound words
N Saturday evening April 26th, that the “Judge" will say that night.
1924 at 6:00 P.M., students,
The entertainment will include two
graduates, faculty, and their professional acts and many club songs
many guests will meet in the grand
and jests. Novelties of all kinds are
ball room of the Raleigh Hotel in the being arranged by the entertainment
city of Washington, D. C., to hold committee for the amusement of the
their sixth annual banquet, given under large gathering. Dancing will start
the auspices of the Pace Club of Wash promptly at 9:30 P.M. and continue
ington. Representatives of the Pace until midnight. One of the very finest
Clubs of New York, Newark, Baltimore, orchestras obtainable will furnish the
Boston, and Pittsburgh, are expected music for the event.
to attend and say a few words about
It is expected that the speeches and
themselves and the activities of their
music will be broadcasted from one of
respective clubs.
The address of the evening will be the large local radio stations.
The committee in charge of the Sixth
delivered by Admiral Hugh Rodman,
United States Navy (retired) who had Annual Banquet is composed of the
charge of the American Naval Forces following: Jerome G. Kaufman, chair
in the North Sea during the World War, man, Hampton D. Percy, Mrs. Wilma
and who was later commander-in-chief Stewart, Cecil M. Mears, Marjorie
of the Pacific Fleet. Admiral Rodman Chace, M. Harvey Banks, Philip Ber
will tell of some of his personal experi enter, Leon Strauss, James R. Kirkland,
ences while over seas during the last Miss G. Mattingly, Floyd C. Hedges,
Julius Sinker, Miss Ann G. Paul, Miss
war.
Mr. Homer S. Pace, one of the found Ella Werner, and Miss G. Bearmore.
ers of the Pace Institute, will deliver
Those desiring tickets for the banquet
an address that will be of great interest are advised to apply to any of the above
to all Pace students and graduates, as named committee, or to the office at
well as to the many guests present. Pace Institute, Washington, D. C.
Mr. Paul E. Clark, Dean of the Washing Early reservations guarantee good seats
ton Pace Institute, will Speak on a sub near the speakers table.

O

Annual Meeting National
Federation of Pace Clubs
HE National Federation of Pace
Clubs will hold their Annual
Meeting and convention in the
Oak Room in the Hotel Raleigh, Wash
ington, D. C., at 2:30 P.M., April 26th,
1924. A luncheon will be tendered the
delegates by the members of the Pace
Club of Washington, D. C.
Matters of the greatest importance,
and methods suggested to better the
Pace Clubs in general, will be discussed,
new Officers will be elected for the
following year.
Delegates are expected from the fol
lowing Pace Clubs throughout the East:
New York, Washington, Newark, Balti
more, Boston, and Pittsburgh.
Mr. Howard Schnepfe, National Pres
ident, and Mr. Hampton D. Percy
National Vice-President are in charge
of the arrangements for the day.
EDWARD S. RITTLER, an associate
member of the American Institute of
Accountants, has recently become asso
ciated with G. A. Ruhl & Company,
accountants and engineers, New Orleans,
as manager of the accounting depart
ment.
WILLIAM K. DORFMAN, Pace Insti
tute, New York, announces the opening
of his office at 320 Fifth Avenue, New
York City, for the practice of account
ancy.

Sixth Annual Banquet
Auspices of

Pace Club of Washington

Grand Ball Room, Raleigh Hotel
Saturday, April 26, 1924
6 P.M. Sharp

Judge Glenn Willett

Toastmaster

-

Speakers

Admiral Hugh Rodman, U. S. N. (Retired)
Commander-in-Chief Pacific Fleet, 1919

Homer St. Clair Pace

Paul E. Clark

Dancing - Club Songs - Novelties - Fun Galore - Frolic
Tickets obtainable at Pace Institute, Washington, D.C.
Transportation Building

$3.75

Per person

$3.75

